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SUBJECT: PREMIER BARRETT'S PROPOSED NATURAL GAS PRICE 
INCREASE 

1. DEPARTMENT HAS NOTED WITH CONCERN ANNOUNCEMENT BY BC 
PREMIER DAVID BARRETT PROPOSING FURTHER NATURAL GAS EXPORT 
PRICE INCREASES TO 2 DOLS AND 2 DOLS AND 25 CENTS PER MCF 

BY FEBRUARY AND END OF 1976 RESPECTIVELY. 

2. EMBASSY SHOULD RAISE THIS WITH APPROPRIATE CANADIAN 
GOVERNMENT OFFICIALS AND REITERATE US DISSATISFACTION 
WITH INCREASING DISCRIMINATION AGAINST US NATURAL GAS 
CUSTOMERS. RAPID INCREASES OF EXPORT PRICES WHILE CANADIAN 
DOMESTIC PRICES LAG AND EXPORT CURTAILMENTS LOOM IS CONTRARY 
TO SPIRIT OF EM AND R MINISTER DONALD MACDONALD'S ANNOUNCE- 
CONFIDENTIAL 

PAGE 02 STATE 228177 

MENT OF JULY 17 ON CANADIAN NATURAL GAS POLICY. 

3. FURTHER INCREASES PROPOSED BY BARRETT APPEAR UNREASON- 
ABLE IN LIGHT OF THE NEB'S OWN CALCULATIONS AND STATED 
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POLICY OF MOVING EXPORT PRICES OVER TIME TO EQUIVALENCE 
WITH ALTERNATIVE ENERGY PRICES IN MARKET AREA. BASED ON 
LATEST AVAILABLE STATISTICS PUBLISHED BY NEB IN REPORT ON 
NATURAL GAS PRICING LAST MAY; COMMODITY VALUES FOR BC 
NATURAL GAS IN THE US MARKETS WERE 1 DOL AND 84 CENTS FOR 
LICENSE G;L-4 (L6 PERCENT OF BC'S EXPORTS) AND 1 DOL AND 40 
CENTS FOR LICENSE GL-41. A STRAIGHT AVERAGE PRICE BASED 
ON THE COMMODITY VALUES IN THE RELEVANT US MARKET AREAS 
WOULD BE ABOUT 1 DOL AND 60 CENTS PER MCF WHICH WILL BE 
REACHED NOVEMBER 1 WHILE A WEIGHTED AVERAGE PRICE WOULD 
BE ONLY 1 DOL AND 47 CENTS PER MCF. 

4. USING CANADIAN GOVERNMENT'S OWN POLICY ANNOUNCED 
BY MACDONALD ON MAY 5, QUOTE: THAT NATURAL GAS SHOULD 
BE PRICED IN A COMPETITIVE RELATIONSHIP TO ENERGY ALTER- 
NATIVES IN THE UNITED STATES AND AS A CONSEQUENCE PRICES 
SHOULD BE PROGRESSIVELY INCREASED TOWARD ACHIEVING THE 
GOAL OF COMMODITY VALUE END QUOTE, USG CAN SEE NO 
JUSTIFICATION FOR A FURTHER INCREASE IN THE EXPORT PRICE 
OF NATURAL GAS UNDER THESE LICENSES. 

5. EMBASSY SHOULD REPORT ON GOVERNMENT OF CANADA REACTION 
TO BARRETT PROPOSAL AND CURRENT GOVERNMENT THINKING ON 
NATURAL GAS PRICING. SISCO 

CONFIDENTIAL 


« END OF DOCUMENT » 
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